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BERMUDA 


In 1976, and according to preliminary indications,in 1977, 
Bermuda's tourist-oriented economy has rebounded sharply 

from its relatively depressed level in 1974 and 1975. The 
number of visitors was up nearly 10% between 1975 and 1976, 
with a similarly large gain apparent thus far in 1977. 

These visitors spent nearly 25% more money in 1976 than they 
did in 1975, but the key indicator - number of nights remained- 
showed a worrying drop (from 5.3 in 1975 to 5.1 in 1976). 


This surge has become apparent in other ways. The money 
supply is up by over 20% - largely a reflection of deposits 
made in local banks and development companies. The lagging 
construction industry (which accounts for a disproportionate 
share of the historically high unemployment rate of 1.5%) 

has been given a boost from new private sector construction, 
with a future prospect of more gradual improvement due to a 
proposed Government of Bermuda building program. Both airport 
and harbor import figures show rapid growth in the importation 
of a broad range of items (appliances, clothing, etc.) for 

the local market, although gross tonnage figures are down 

from historic highs, reflecting the fall in import requirements 
in such things as gravel and cement. 


Independent of the above, Bermuda's recovery has been assisted 
by the continued rapid growth of "exempt companies", which are 
based here largely to take advantage of Bermuda's low tax 
structure. Local firms specializing in this business report 

a steady expansion of staff to accommodate the growing business. 
Although this, like tourism, is an unusually fragile industry, 
future growth prospects seem very good indeed. 


The traditional American dominance of most areas of Bermuda's 
import market was further strengthened last year (in 1975 the 
U.S. provided $67.6 million (46%) of Bermuda's $142.7 imports; 





in 1976 the U.S. provided $85.5 million (51%) of Bermuda's 
imports of $165.4). The passing of recessionary fears, 
together with the sharply increased number of dollars 
available, for reasons cited above, has led to a considerable 
increase in the importation of a broad range of U.S. goods 
for use by the local population. This positive situation 
seems likely to continue, and even improve, over the next 

two to three years. 





KEY ECONOMIC IND 


All values in million U.S. §$ 
unless otherwise indicated 


ITEM 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices Lf 

Employment (no.persons employed) 2/ 

Tourists (year) (no.persons) 3/ ~ 
Regular Visitors (year) (no.persons) 
Cruise Passengers (year) (no.persons) 

Registered Accommodation for Visitors 
(number of beds) 

Rate of Occupancy 

Number of Nights Remained 

Estimated Value of Tourist Trade (year) 

Government Expenditures (fiscal year) 4 

Number of "Exempt Companies" 5/ ay 


MONEY AND PRICES 


Money Supply 6/ 

Public Debt OutStanding 7/ 
External Debt 8/ ” 

Retail Price Index ~ 
Jan.1961=100 9/ 


BALANCE OF TRADE POSITION 10/ 


Gold and Foreign Exchange Reserves 11/ 
Balance of Trade 12/ i i 
Export FOB 

U.S.Share 
Imports FOB 

U.S.Share 





INDICATORS : BERMUDA (Exhibit 1) 


Fxchange Rate : 
U.S.$1.00=B.$1.00 










Cc D 






Cumulative % Change 
as of July 1975-1976 
31,1977 
































$ 384 n/a +12 
25,200 28,000 +7 
511,385 334,599 49 
3) 411,783 268,581 +9 
1s) 99,602 66,418 +49 
8,955 8,953 -- 
73.0% -- 
Sek -- 
°) n/a +23 
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FOOTNOTES 


These statistics are based upon incomplete and often conjec- 
tural information. Although we believe that they represent 
a reasonably accurate picture, the reader should treat these 
statistics with caution. 


It should be noted that, in last vear's Economic Report, the 
GNP figures contained in the chart related to 1971 and 1972. 
The substantially different figures in the present chart 
reflect an updating to 1975 and 1976. 

The last official estimate of the size of the work 

force was issued in 1971. The figures given here 

are based in large part upon full-time employees 
contributing to the compulsory social security scheme 

with an attempt to correct for double counting. 


Percentage of Tourists from the U.S. 


1975 1976 1977 
Cumulative to 


August 
TOTAL 88.3% 88.4% 89.5% 


REGULAR VISITORS 86.8% 86.8% 87.7% 


Unchanged from ‘ 
1975 96.3% of cruise 


assengers 


"Regular visitors" defined as: One who remains overnight 
in a hotel or guest house. 


Government of Bermuda fiscal years (1 April-31 March). 
1975 and 1976 figure represents amount actually spent 
during those years. 1977 figure is budget request 
submitted to and approved by Parliament. 


The 1977 figure is as of June. "Exempt Company" is 

defined as a company, incorporated in Bermuda, which does 
off-shore business from a Bermuda office. Those companies 
make a significant contribution to the economy of Bermuda 
through their nominal taxes, legal fees and employment of 
Bermudian citizens. Because most of these companies are 
here to take advantage of Bermuda's liberal tax laws, most 
do not have a local staff. All, however, pay substantial 
fees and are estimated to contribute about 10% of the 

Gross Domestic Product. 


In 1973 there were 2303 "Exempt Companies"; in 1974 - 2586. 


In addition to the figures cited in the chart, there are 
also (December 1976) a total of 546 "non-resident corporate 
bodies" which do business from Bermuda by permission of 
the Ministry of Home Affairs, but are not incorporated here. 





Official figures of local money supply published by 

the Bermuda Monetary Authority, the colony's central 
bank. The money supply is locally defined as "Bermuda 
dollar demand, time and savings deposits of local banks 
and deposits at licensed deposit companies" This 
figure was first calculated when data for local licensed 
deposit companies became available, during the quarter 
ending March 31, 1975. Each figure represents the year 
ending 31 December. 


These figures do not include American dollar currency or 
bank accounts. Several million American dollars circulate 
at par here, constituting a major component of the colony's 
money supply. 


Figures are for April. 
Figures are for April. 
1977 figures are for May. 


Because of the general absence of exports, and the large 
volume of imports, with actual balance being provided by 
“invisibles", any attempt to estimate Bermuda's Balance 

of Trade will be largely artificial. Any such attempt 

will be further hampered by the serious lack of meaningful 
statistics. See footnote 11, which gives a good indication 
of the general overall balance. 


Foreign exchange reserves of the Bermuda Monetary Authority. 
A portion of these reserves would be made available to 
maintain essential imports in an emergency, but the foreign 
exchange holdings of the local banks, which far exceed 
official reserves, constitute the main backing for Bermuda's 
import requirements. This combined bank figure is: 
(millions of U.S. $) 


1973 1974 1975 1976 
9.6 -8.0 47.0 80.0 


The above figures do not include the Bermuda Monetary 
Authority reserves listed in table l. Bermuda has held 
no gold in her official reserves since 1972. 


Balance of trade and exports data cannot be given, due to 
significant gaps in available customs statistics. See 
footnote 11 for a reasonable indication of basic trends. 











CHANGE IN U.S. SHARE OF BER 


All. values in Million U.S.$ 


ITEMS IM 
MAJOR 
CODE 
FOOD 20 
TEXTILES & CLOTHING 23 
MACHINERY, ELECTRICAL, 

AND RELATED PRODUCTS 36 
MACHINERY 35 
CHEMICALS 28 
METAL MANUFACTURES 34 
TRANSPORT EQUIPMENT 37 
PAPER & PAPER PRODUCTS 26 
MISC. MANUFACTURES 39 
FURNITURE 25 
WOOD & WOOD PRODUCTS 24 
INSTRUMENTS 38 
NON-METALLIC MINERALS 

AND PRODUCTS 32 
PETROLEUM & PETROLEUM 

PRODUCTS 29 
ALL OTHERS = 


TOTALS 





BERMUDA MARKET, 1975-1976 (Exhibit 2) 


Rate of exchange: U.S.$1.00 = B.$1.00 


/ IMPORTED FROM U.S. 


1975 
OR SIC VALUE U.S.% 
‘ODE IMPORTS TOTAL FROM OF TOTAL 
FROM U.S. ALL COUNTRIES IMPORTS 
20 21.02 34.21 61.4% 
23 6.78 15.34 44.2% 
36 4.55 9.75 46.6% 
35 4.31 6.39 67.4% 
28 6.51 12.89 50.4% 
34 2.19 3.86 56.7% 
37 1.98 7.34 26.9% 
26 2.93 4.18 70.0% 
39 3.13 6.06 51.6% 
23 1.45 2.61 55.6% 
24 -81 1.25 69.6% 
38 1.81 3.26 55.5% 
32 99 4.93 20.1% 
29 24 11.83 -02% 
~e 8.9 17.6 50.5% 
67.6 141.5 47.8% 





CHANGE IN U.S. SHARE OF BERMUDA 


All values in Million U.S. §$ Rate 


ITEMS IMPOR 





ITEM MAJOR SIC 
CODE IMPC 
FROM 
FOOD 20 23.5 
TEXTILES & CLOTHING 23 9.] 
MACHINERY, ELECTRICAL, 

AND RELATED PRODUCTS 36 5. 
MACHINERY 35 5.5 
CHEMICALS 28 6.$ 
METAL MANUFACTURES 34 2.§ 
TRANSPORT EQUIPMENT 37 4.( 
PAPER & PAPER PRODUCTS 26 3.5 
MISC. MANUFACTURES 39 453 
FURNITURE 25 aes 
WOOD & WOOD PRODUCTS 24 oe 
INSTRUMENTS 38 2a 
NON-METALLIC MINERALS 

AND PRODUCTS 32 Le 
PETROLEUM & PETROLEUM 

PRODUCTS 29 $a8 
ALL OTHERS -~ a3. 


TOTALS : 85.5 





DA MARKET, 1975-1976 (Exhibit 2) 


ate of exchange : U.S.$1.00- B$1.00 


ORTED FROM U.S. 


1976 U.S.% 
MPORTS VALUE TOTAL FROM OF TOTAL 
OM U.S. ALL COUNTRIES IMPORTS 
13.92 38.21 62% 
9.18 18.38 49% 
5.97 9.96 59% 
5.59 6.84 81% 
6.97 10.37 67% 
2.51 4.42 56% 
4.06 11.08 36% 
3.59 4.95 72% 
4.29 7.62 56% 
2.21 3.42 64% 
1.14 1.51 75% 
2.17 3.96 54% 
1.25 4.52 27% 
1.35 19.41 - 06% 
L1.30 20.50 55% 
35.5 165.4 51% 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The economy of Bermuda bounced back sharply in 1976, 

from its semi-depressed level of 1974 and 1975. The 
value of the tourist trade, responsible for over half 

of Bermuda's GNP, jumped in 1976 by nearly 25%; the 
number of exempt companies by 12%, with a further 6% gain 
between December 1976 and June 1977. This, and the 
soaring jump in the proportion of total imports from the 
U.S.,all testify to Bermuda's partial return to the 
highly prosperous days of the 1960s, and early seventies. 


Bermuda's crucial tourist trade has led her recovery from 
the world-wide recession of 1974-75. The number of 
visitors, both "regular" and "cruise", met or exceeded 

the most optimistic projections, with a rise of just under 
10% (regular) between 1975 and 1976, and a similar increase 
in the number of cruise passengers. Taken together, they 
spent nearly 25% more in 1976 than in 1975, and these dollars 
have spread throughout the economy, expanding the money 
supply by 20%, and even giving a boost to the lagging 
construction industry. 


Travel to Bermuda was not diminished, therefore, by 
substantial increases in both air and sea passenger fares 
and sharp price rises in hotel accommodation. 


All of this raises questions, though, about the existing 
hotel moratorium, and about the ultimate capacity of this 
small island (20.5 square miles) to absorb even larger 
numbers, particularly in view of the well known propensity 
of tourists to congregate in the Front Street area of 
Hamilton. It is clear that more tourists would come to 
Bermuda if they could be accommodated, but more tourists 
would also diminish the Bermuda charm which they come to 
enjoy. 


The construction business, relieved somewhat during the past 
year, continues in the doldrums. It is reflected by the 
ongoing decline in the tonnage of freight imported through 
the island's ports. In December 1975, the year's total 

was 99,718; December 1976, 95,110; in June (6 months) 1977, 
43,388. The substantial fall in tonnage reflected in these 
figures demonstrates particularly the decline in the 
importation of construction materials such as cement and 
gravel; general cargo (household appliances, etc.) is in- 
creasing substantially at the ports, as is general cargo 
brought in at the airport (1975, 5,937 tons; 1976, 6,880; 
1977 (June), 4,023). 





The rapid rise in the amount of general cargo imported, 

then, provides us with a real indication of the rising 

living standard of the vast majority of Bermudians. The 
decline in gross tonnage, however, is an indication of how 
heavily those who are employed in the construction industry 
have been hit. Because most employment in Bermuda is 
service-oriented, requiring a certain basic educational 

level, those construction workers who find themselves 
unemployed are then often unable to find employment else- 
where. Those young people entering the labor force without 
saleable skills find it difficult to gain employment anywhere. 
Thus, the well meant attempts to preserve Bermuda's natural 
beauty on the part of environmentalists and other citizens 

has ,inadvertently, contributed to unemployment in those 
sections of the population least able to find jobs elsewhere. 
This problem has been exacerbated by layoffs among dockworkers 
on the island, although the numbers involved here are much less 
than those involved in construction. This is one result of 
the move to "containerization" of Bermuda's marine cargo 
traffic. It should be emphasized that this example of structural 
unemoloyment is a relatively minor problem within an economy whose 
unemployment has been traditionally minimal. We mention it in 
Our report because it is higher than usual, although still very 
low by world standards, and because it falls heavily on a 


particular part of Bermuda's labor force, not upon the labor 
force as a whole. 


In short, the farsighted desire of many Bermudians to 
preserve the island's natural charm, and avoid the over- 
building characteristic of some other popular resorts, is 
directly responsible for persistent long term unemployment 
among certain parts of the population. 


Another important part of Bermuda's GNP is the "Exempt 
Company" business. These companies have increased to 
3355 in June 1977 from 3136 in December 1976, and 2809 in 
December 1975. They are a major source of revenues to 
local banks, law firms and accountants, whose staffs have 
expanded significantly in recent years to accommodate this 
business. Indeed, the banks, law firms and accountants 
have pioneered the concept of providing a "package" of 
their collective services to "exempt companies", and have 
thus encouraged many such companies to settle here to 

take advantage of political stability, a sound currency, 
good communications with the rest of the world, and low or 
non-existent taxes. 


Substantial numbers of locals are employed (one estimate 
sets exempt company employment at 5% of the labor force). 





Previous estimates (1971) of 13% of the GNP generated by 
exempt companies may have under-estimated other portions 
of the economy and so correspondingly over-estimated the 
exempt company business. 


The Government of Bermuda has been promoting a shipping 
register in recent years. As of June 1977, there were listed 
27 tankers and 35 cargo vessels totalling 1,812,294 gross tons. 
In December 1976 there were 1,613,905. It is estimated 

that there will be 2,000,000 gross tons by January 1978. An 
annual tax is assessed on these vessels on the basis of tonnage. 
This tax presently yields to the Government of Bermuda some 
$330,000, but much of this sum is consumed by the administrative 
expenses required to administer these responsibilities. 

This register is unlikely to prove a growth industry for 
Bermuda, although Bermuda could confer some advantages on 

a potential client. Bermuda offers good communications, 

less restrictive manning procedures than some other countries, 
governmental stability, and low taxes. 


Unfortunately, states competing for ships also offer some or 
all of these advantages with the additional advantage of 
infrequent, or non-existent, vessel inspections to verify 
safety standards. Because Bermuda is unwilling to compromise 


on this last point, and because new ship construction world- 
wide is down, new additions to the shipping register will 
come slowly. 


The Bermuda Government has successfully balanced its budget 
and has, recently, retired a substantial portion of the 
public debt. As of April 1977, the debt had been cut from 
$24.9 million to $17.36 million. During the remainder of 
1977, further sharp cuts in the debt outstanding are expected. 


Nevertheless, the ingenuity of the government will be put 
to the test in the years to come to provide expanded social 
services, and pensions to government retirees, without 
imposition of an income tax. It should be noted that a 
small 1.5% payroll levy for the purpose of supporting 
health services already represents a step in this direction. 





IMPLICATIONS FOR THE UNITED STATES 


The economic relationship between the U.S. and Bermuda was 
strengthened during the past year. The proportion of 

imports from the U.S. increased from 46% to 51% - so that 
the U.S. now supplies over half of Bermuda's imports. As 

has been noted previously, imports into Bermuda from the 

U.S. are usually destined for use by Bermudians, not visiting 
tourists. 


Imports from other nations, such as woolen clothing from 
the United Kingdom, we usually, but not completely, destined 
for the tourist trade. 


Bermuda, with its population of 55,000, and its Gross National 
Product of approximately $430 million, provides a small but 
lucrative market for the American businessman who wishes to 
promote his export trade. The Bermudian consumer is receptive 
to new products, and a broad range of existing ones, and has 
the money with which to buy then. It is a demanding market, 
however, and requires for success a quality product which is 
actively and knowledgeably introduced and promoted among the 
local business community. The American businessman can be 
certain that if he is ultimately successful in promoting his 
product, he will acquire a dependable and loyal clientele. 


The substantial U.S. investment in the Bermudian hotel industry, 
in addition to the large number of private dwellings owned by 
U.S. citizens, is the major investment interest of the U.S. 

in Bermuda. Clearly, the value of this investment is dependent 
upon the economic and social well-being of Bermuda itself. 

This, in turn, is dependent upon the tourist industry, which, 
barring.either a major 1930s-style depression in the world 
economy, or domestic instability, seems likely to continue 

both generating its enormous revenues for the island as a 

whole, and providing reasonably pleasant work for the large 
numbers of Bermudians engaged in the industry. This industry 

is Bermuda's Goose which lays the golden egg, and has the 
potential to produce handsome revenues for Bermuda into 
perpetuity. 


A large number of "Exempt Companies" present here are also 
American, but they are vulnerable in a way which tourism is 

not, because, in this age of "tax reform", restrictive 

changes may occur in the legislation which permits the financial 
benefits reaped by the overseas operations of these companies. 
As this report goes to the printer, for example, the Internal 
Revenue Service has issued a decision which substantially alters 





the ground rules of the U.S. insurance company subsidiaries 
based here. More such changes in existing laws and 
regulations may follow. Clearly these changes are of 
substantial importance not only to companies which consider 
a future move to Bermuda, but also to those companies which 
are already here and may find their ground rules changed. 


yer vied z subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A 


market 
research 
tool 


GOOD 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 
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The 18th edition of this popular business aid is now in preparation. 


Status reports on the activity — shipments, employment, major develop- 
ments, trends — for more than 200 industries. Includes: year-ahead 
and 5-year forecasts for each. 


A handy compilation of statistics researched and analyzed by 100 


Government business conditions experts. 
Over 500 pages of facts and forecasts for under $10. 
Make sure you get your copy! 


Fill out and mail the coupon below to be notified when the new edition is available. 


Please Send an Order Form for U.S. INDUSTRIAL OUTLOOK-1978 to: 


Name 
Firm 
Street 


cit lcs a ag 


Mail to: Office of the Ombudsman 
Room 3800 
U.S. Department of Commerce 
Washington, D.C. 20230 
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